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PREFACE

The Joint Legislative Oversight Committee on Mental Health, Developmental
Disabilities, and Substance Abuse Services (LOC) is established in Article 27 of
Chapter 120 of the General Statutes. The LOC is charged w1th contmually

of the minority party. Advisory
e Co-Chairs for 2007-2008 are
tive Verla Insko.
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COMMITTEE PROCEEDINGS

The Joint Legislative Oversight Committee on Mental Health, Developmental
Disabilities, and Substance Abuse Services met 10 times during the 2007-2008
interim. Following is a summary of the Committee's proceedings. Detailed
minutes and information from each Committee meeting are available in the
Legislative Library.

September 25, 2007
The LOC convened its first meeting of the interi uesday, September
25,2007, at 10:00 A.M. in Room 643 of the Legi i
Martin Nesbitt, Co-Chair, called the meeting to order and wel
members, new members, and guests.
Dempsey Benton, Secretary of the Department ¢
Services (DHHS), presented DHHS priorities for img
system that included: implementation of the cri
provider capacity, enhancing s ance abuse treat
guidance and direction to the Sta itals.

Dr. Alice Lin, the Division of ealth, Devel ental Disabilities,
and Substance Abuse Services (DM ar esented her report on the
Implementation of Loca agement Entities. Dr. Lin discussed immediate, short-
term, and mid- recommendations.

Kory Goldsmith, Research Division, reviewed the process for the closure of
n Umstead Hospitals. According to Session Law 2007-323

etary 1 ose Dorothea Dix and John Umstead
onditions are met.
e Operated Services, DMH, discussed the closure
stead Hospitals pursuant to the opening of
in Butner. Mr. Osberg provided a timeline for
and operation of CRH.
ere presented by staff concerning legislative actions from

ealth and

ervices system, increasing
t facilities, and providing

d

Goldsmith, Research Division, summarized substantive legislation enacted.
Shawn Parker, Research Division, gave an update on Local Management Entities
(LMESs) including historic and current LME configurations.

Trish Amend, NC Housing Finance Agency, and Julia Bick, DHHS,
discussed the Housing 400 Initiative. Ms. Amend announced that financing for
housing for persons with disabilities had been awarded for 425 units in 33
counties.
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Jim Osberg, Chief of State Operated Services, DMH, provided an update to
the LOC on the hospital utilization pilot. Mr. Osberg discussed the distribution of
funding and the timeline for implementation of services to reduce utilization of
State psychiatric hospitals.

Phillip Hoffman, Chief of Resource and Regulatory Management, DMH,
reported on data collection of consumer income data. He also explained that
DMH established a workgroup to examine the collection of county funds
utilization data.

Bonnie Morrell, Team Leader for Best Practice, D

orted on crisis

services saw significant improvement i
in every measurable indicator.

October 31, 2007
The LOC convened its secc
October 31, 2007, at 10:00 A.M. in

work for the Improvement of Addiction Treatment,

der regarding performance based contracting. Ms.
ements to consider: a good data collection system, clear
ents, and agreed upon performance standards.

Johnson sugg
definitions for

November 15, 2007

The LOC convened its third meeting of the interim on Thursday, November
15, 2007, at 10:00 A.M. in Room 643 of the Legislative Office Building.

Andrea Poole, Fiscal Research Division, reviewed Section 10.49.(s1)-(s4) of
Session Law 2007-323 regarding the hospital utilization pilot.

Laura White, Team Leader, State Psychiatric Hospitals, DMH, explained
the selection process for the LMEs participating in the hospital utilization pilot.
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Don Herring, Director of Service Management, Western Highlands
Network, described plans for increasing crisis services and hospital diversion
systems to decrease State hospital utilization.

Betty Taylor, CEO, CenterPoint Human Services, reviewed existing crisis
services offered by CenterPoint and plans for expansion. Goals under the pilot
included: reserving bed days for patients requiring longer stays, increasing
enhanced psychiatric services, diverting clients from the legal system and the ER,
and increasing adult transitional housing.

Tom McDevittt, LME Director, Smoky Mountai
proposal to reduce hospital utilization by increasing
inpatient psychiatric beds through public/privat
in the area.

Tom Galligan, Deputy Director for B i ivision of Medical

presented a
crisis services especially

Tara Larson, Acting Deputy
Director for Clinical Affairs, D community support
services. Ms. Wainwright and Mz
revised comprehensive plan that ir ed clarificati ce definitions,

suspending new provider endorsem i < d provider

December 5, 2(
The LOC convened its fourth meeting of the interim on Wednesday,
December 5, 2007, at 10:00 A.M. in Room 643 of the Legislative Office Building.
Grayce Crockett, Director, Mecklenburg Local Management Entity (LME),
explained the Mecklenburg hospital utilization pilot to reduce bed days at
Broughton hospital.
Tom Galligan, Deputy Director for Budget and Finance, Division of Medical
Assistance (DMA), gave an update on community supports services.
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Andrea Poole, Fiscal Research Division, reviewed the 2007-2008 FY LME
service dollars allocation.

Leza Wainwright, Deputy Director, DMH, discussed the current allocation
of community based services funds and explained the allocation of continuation
funds.

Kory Goldsmith, Research Division, reviewed an information packet
provided to committee members in response to questions from the previous

meeting.

Mike Mosley, Director, DMH, and Leza Wainwri uty Director,
DMH, presented the revised plan for the closure of ea Dix and John
Umstead hospitals. Mr. Mosley reviewed the ti ansition to the new
hospital. Mr. Mosely also announced the deve ditional 60 bed
unit on the Dorothea Dix campus.

Representative Insko, Co-Chair, ¢ ience for

public comment.

January 23, 2008
The LOC convened its fi im on Wednesday, January

/ DD /SA System Indicators report
ion, provided background on the

ovider Relations Manager, Guilford Center, described
of crisis services and discussed the successes and

the crisis services in place at Southeastern Center. Mr. Constantini described the
plan as continuum consisting of prevention measures, crisis response services, and
post-crisis services.

Terry Hatcher, Director, Division of Property and Construction, DHHS,
gave an update on construction projects.

Andrea Poole, Fiscal Research Division, reviewed Session Law 2007-323,
Section 10.51(b) that directs DHHS to develop a revised service dollar allocation
methodology to equalize funding to LMEs across the State.
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Leza Wainwright, Deputy Director, discussed the revised service dollars
allocation and explained a combination of two formulas was used to develop the
methodology.

February 27, 2008

The LOC convened its sixth meeting of the interim on Wednesday, January
23,2008, at 10:00 A.M. in Room 643 of the Legislative Office Building.

Andrea Poole, Fiscal Research Division, reviewed aninformation packet
provided in response to questions from the previous m -Next, Ms. Poole
explained the monthly MH/DD/SA system indicato ort and gave an update
on construction projects.

Dan Coughlin, Area Director/CEO, Pa ty Area Director,
and Dr. Craig Hummel, Medical Director of

Is.
A, addressed the
s. Larson highlighted

February 28, 2008
March 26, 2008
April 17, 2008
April 23, 2008
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COMMITTEE FINDINGS
AND RECOMMENDATIONS

INTRODUCTION

uman Services and
ion of mental
vices at the State and

The LOC - and more recently the Department of Health a
the press - has identified problems concerning the admi
health, developmental disabilities, and substance a

this report, it is important to un
fundamental policy behind MH

mental disabi response to these challenges, the General Assembly
commissioned a series of studies and created the Legislative Oversight Committee
on Mental Health, Developmental Disabilities, and Substance Abuse Services

(LOC) to make recommendations as to what should be done.

' Olmstead v. L.C., 527 U.S. 581 (1999); Title II of the Americans with Disabilities Act.
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Policy enacted in Session Law 2001-4872 set the framework for system reform.
Specifically, it made significant changes addressing issues of State and local
governance and increased accountability. The act emphasized consumer-driven
community-based services. It required that State and local governments provide
certain core services to all individuals and required the development of enhanced
services that targeted persons with the most severe disabilities. In addition, the
act shifted the role of local public mental health agencies from being direct service

providers to managing and coordinating services delive private providers. 3

Policy of the State
"The policy of the State is to assist individuals mental health,
developmental disabilities, and substance abuse se

appropriate setting available and to maximize their q ...State and local
governments shall develop and ma ervices centered in area
authorities or county programs. Th ] trive to provide a
continuum of services for clients whil ] of services in the
private sector..." .4

alth, developmental disabilities, and

the area authority or county program according to the
icable State laws, rules of the Commission, and

in cooperation with area and county program

ent entities are responsible for the management and oversight of
the public system of Mental Health, Developmental Disabilities, and Substance Abuse
Services at the community level. An LME shall plan, develop, implement, and monitor

2HB 381 - An Act to Phase in the Implementation of Mental Health System Reform at the State and Local
Level (S.L. 2001-437).

3 N.C. Legislative Services Office, Research Division. System Reform for Mental Health, Developmental Disabilities,
and Substance Abuse Services. 1 INFO BRIEF, no. 2 (Oct. 10, 2006).

4N.C.GS. §122C-2

5N.C.GS. §122C-111
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services within a specified geographic area to ensure expected outcomes for consumers
within available resources."®

Systemwide Accountability

"Every county, through an area authority or county program, shall provide for the
development, review, and approval of an LME business plan for the management and
delivery of mental health, developmental disabilities, and substance abuse services."”

w authorizes the
or correction by the LME.
er administrator or

If an LME is not providing minimally adequate servi
Secretary of DHHS to take certain actions after notice and

6 N.C.G.S. §122C-115.4
7N.C.G.S §122C-115.2
8 N.C.G.S. §122C-124.1.
9N.C.G.S. §122C-125
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FINDING ONE: EXPENDITURE OF SERVICE DOLLARS

State funds appropriated for services are not being fully expended for the
intended purpose, especially in the areas of crisis services and substance abuse
services. For example, in FY 2006-07, $47.7 million in State service dollars was
unexpended. Of that, the 2007 General Assembly realigned $26.4 million for FY
2007-08 and the remaining funds were earmarked for LME systems administration
for FY 2007-08. In FY 2007-08, it appears that service doll ill again be under-
stance abuse

served is particularly high for individuals
services needs, as is shown in the chart below.
increase in the number of persons with mental h needs served through
Medicaid, more research is need services are reaching the
same population that State-paid

2004-05 2005-06 2006-07

anecdotal reports that providers are increasingly

vices to State-paid clients and prefer to provide services to
A preliminarily review of available data suggests that this
may be the case

There are conflicting explanations available for the under-expenditure of funds,
the decrease in services to State-paid individuals, and the lack of service providers
available to treat State-paid clients. However, despite hearing from and meeting

' Measuring Trends in Public MHDDSA Payments and Persons Served, Medicaid and IPRS Aggregate
Utilization Data by LME as presented at FARO in November, 2007:
http://www.ncdhhs.gov/mhddsas/statspublications/reports/index.htm.
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with LMEs, providers, and DHHS, the LOC has not been able to determine a full
explanation of the problem.

Given the increased needs for these services seen in the community, the jails, State
hospitals, and emergency rooms, it is vital that these funds are spent appropriately
and that within those available resources, services be made available to
individuals who do not qualify for Medicaid.

RECOMMENDATION ONE:
A.  Adjust the timing and method by whic ingle-stream LME's
services dollar allocations are distri i itigate cash-flow
problems that many LMEs exper f the fiscal year

fiscal year, and subtract this amou
reimbursements for the fiscal year.

it-cost-reimbursement funding that is readily
e and integrates with payment systems.

ave been over- and under-expenditures of State service
LME:s and to take the actions necessary to address the
problem. Also direct DHHS to report to the General Assembly no later
than January 1, 2009 on the actions taken.
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FINDING TWO: STATE-OPERATED SERVICES

The State psychiatric hospitals are admitting more clients than in prior years -
approximately 2,600 more admissions in FY 2006-07 than in FY 2002-03.

In January 2007, due to increased admissions to the hospitals” acute units
(particularly the adult acute units), the Department of Health and Human Services
put a delayed admissions policy into effect: when a Stat chiatric hospitals'

once again below 110% capacity.

Three hospitals (Dix, Umstead, and Broughto layed status!!.
The chart below shows the percent of days hospitals have
been on delayed status in the portion of s in effect
and in FY 2007-08 as of February 2008. at or

Percent of Days on Delayed Status

Broughton  Dix  Umstead

January 2007 - 65% 49Y% 22%
June 2007 ? ? ’
July 2007 - 71%  59%  31%
February 2008

part to the absence of qualified
ic hospitals were in jeopardy of losing their

for by the State. eover, a non-certified hospital diminishes public confidence
in our mental health system. The services and administrative practices at the State
psychiatric hospitals need to be improved, to meet federal and State standards and
to restore the public confidence. State institutions need the ability to hire and
retain high-quality staff.

11As of February 2008, Cherry Hospital has not been on delayed status - the hospital has been over capacity,
but has been able to divert referrals rather than delay admissions.
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It is the policy of the State that the State hospitals be used only as a last resort: to
be used for those individuals whose level of acuity prevents them from being
served adequately by community service providers and for those individuals who
local hospitals are unable to admit!2. In the short-term, the increased demand for
State hospital admissions needs be met to ensure the availability of that level of
care when it is needed. However, this short-term increase in availability should
not undermine the system's commitment to the previously stated policy. In the
long-term, the demand needs to be reduced by providing alternative services in

not downsizing as expected, prima ' i ing there are unable
to be adequately and a ‘

Require that all deaths occurring in State institutions be reported to the
State Medical Examiner to determine if further investigation into the
cause of death and circumstances surrounding the death is necessary
and appropriate the necessary funds of $155,226 to DHHS for an

"2 North Carolina Department of Health and Human Services, State Plan 2001: Blueprint for Change,
(November 31, 2001).
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additional Public Health Nurse Consultant and other associated costs
with the increased investigatory requirements.

D. Appropriate $30 million to expand the Hospital Utilization Pilot
statewide, with a goal of reducing the use of State psychiatric hospital
beds for those individuals staying 2 weeks or less.

E. Appropriate $1,134,168 to implement the Transitional Residential

million to the Housing Trust Fund
recurring operating support for
stabilizing services and suppo
appropriate housing will re
in the long-term.

th developmental disabilities from one life
uding barriers to transition and best practices in

foster care and those in other settings; (ii) the transition for persons with
developmental disabilities who live with aging parents; and (iii) the
transition from the developmental centers to other settings.

J. Direct DHHS to review State-County Special Assistance rates to
establish an appropriate rate for special care units for persons with a
mental health disability and to review the rules pertaining to special

April 16, 2008 20 DRAFT



care units for persons with a mental health disability to determine if
additional standards are necessary.

S
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FINDING THREE: SERVICES IN THE COMMUNITY

In March 2006, DHHS enacted new federally-approved “service definitions” for a
variety of mental health services, including Community Support Services (CS). CS
was designed to replace two former services (Community-Based Services and
Case Management), and the State expected CS to cost approximately the same as
what it replaced. However, in FY 2006-07, the service’s State and Federal Medicaid
cost was about $500 million higher than expected.

In the 2007 regular session, the General Assembly.
of which Section 10.49(ee) implemented a nu
spending. DHHS also has taken steps to co

multiple factors, which are outli : ’s belief that not only have
these factors caused the current p pport, but they
DDSA areas.

a Conflict of Interest In Performing Assessments
es or treatment, clients are evaluated and assessed to

often conducted provider who also offers the services or treatments to which
the client is referred. This creates a potential conflict of interest on the part of the
provider and can lead to non-objective client assessments.

DHHS Has Undercut the LMEs’ Ability to Perform Statutory Core Functions
LME:s core functions, as defined by General Statute 122C-115, include utilization
management, utilization review, and determination of the appropriate level and
intensity of services to ensure that services are needed and appropriately
provided. However, the DHHS has transferred this function from LMEs to an
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outside vendor for Medicaid-funded services. The outside vendor's performance
of utilization review has been ineffective and inconsistent in its application, due in
part to the absence of uniform review standards.

One function that has remained with the LMEs is provider endorsement. In order
to provide Medicaid services, providers must first be endorsed by an LME as
being qualified to provide the service. However, LMEs are not State agencies and
have not been given sufficient authority to implement, monitor, and effectively

services. In response to these concerns
refuse to renew provider endorsements; this ike i ber of
provider appeals.

The Appeals Process Should be St ali a Substantial Backlog
in Appeals Pending, and Should Be i ssues of Fairness

ving a taxpayer who not represented by an attorney. G.S. 150B-31.1.
ion could be replicated for Medicaid contested cases.

The Ability to Control the Provider Network Can Contribute to LME Success
Piedmont Behavioral Health - the LME whose catchment area includes Davidson,
Rowan, Cabarrus, Stanly and Union Counties - has a 1915 (b)/(c) combination
Medicaid waiver that gives it flexibility in managing care. Among other features
the waiver allows Piedmont Behavioral Health (PBH) to control the size of its
provider network. The LOC believes that this control has aided PBH's success.
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RECOMMENDATION THREE: COMMUNITY SERVICES

A. Require that DHHS develop and implement a tiered rate structure for
community support services to replace the current “blended” rate.
Under the new tiered structure, services that are necessary but do not
require the skill, education, or knowledge of a qualified professional
should not be paid at the same rate as services provided by qualified
skilled professionals.

vice authorization
the service delivery
r as an option LME

B. Require DHHS to develop and implemen
process that separates the assessment f
function. In doing so, the Departme

d and State-funded services they provide. Additionally, amend
state law such that LMEs are acting as agents of the State when acting
on provider endorsements.

E. The Office of Administrative Hearings (OAH) should develop a
simplified procedure to streamline the process for hearing appeals of
Medicaid recipients, applicants, and providers. In developing the
process the OAH should consult with DHHS to ensure that the
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streamlined and simplified process complies with federal "fair hearing"
requirements. The process should be as simple and straightforward as
possible, especially for appellants appearing without an attorney,
without compromising the purpose of the Administrative Procedure
Act, G.S. 150B-2, et seq., and allowing for a complete record of the
hearing to be maintained by the presiding administrative law judge.

F. Direct DHHS to study Medicaid waivers, includi
waivers, for all LMEs. Recognizing that waiv
for all LMEs, direct the Department to stu
increase LMEs flexibility for innovation

1915(b) and (c)
not be appropriate
at would be needed to
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FINDING FOUR: RECOMMENDATIONS FROM INDEPENDENT
ENTITIES TO THE LOC

[To be included in a future draft.]

K
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APPENDIX

[Attached as a Separate Document]

S
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